1/17 

Fig. 1 



DECOMPOSING PROPERTY INTO TWO COMPONENTS: 
AN ESTATE FOR YEARS AND A REMAINDER INTEREST 



INVESTMENT 
GRADE LESSEE k 



SUBJECT 
PROPERTY 




PRESENT 
VALUE 



PROPERTY VALUE 

FUTURE VALUE UPON MATURITY 
OF ESTATE FOR YEARS 
(E.G. 10TH YEAR) 



125.00% 
100.00% 



50.00% 
25.00% 
0.00% 





UNEN- 
CUMBERED 
PROPERTY 




ESTATE 
FOR YEARS 




UNEN- 
CUMBERED 
PROPERTY 






UNEN- 
CUMBERED 
PROPERTY 







7.20% IRR 14.90% IRR 17.50% IRR 



mi 



Fig. 2 



LOGIC MEANS 



WORD PROCESSING 
PROGRAM 



STORED 
DATA FILES 



SYSTEM 12 



MONITOR 



28 





MEMORY 
SYSTEM 






DIGITAL COMPUTER 
WITH CENTRAL 
PROCESSOR 



A/K/A 
OUTPUT MEANS 



STORED MODEL FINANCIAL 
DOCUMENT FOR THE 
ESTATE FOR YEARS 



STORED OTHER 
FINANCIAL DOCUMENTS 



STORED MODEL FINANCIAL/ 

DOCUMENT FOR 
REMAINDER COMPONENT 



1 



16 



KEYBOARD 




22 




PRINTER 



FINANCIAL 
ANALYSIS 
OUTPUT 



PROCESSED COMPONENT 
FINANCIAL DOCUMENTS 




3/17 



34 



i 



SHELL 
(LOGIC MEANS 30) 



WORD PROCESSING 
PROGRAM 



36 



STORED MODEL 
ESTATE FOR YEARS 
FINANCIAL DOC. 



YES 



5" 



38 



STORED MODEL 

REMAINDER 
FINANCIAL DOC. 



37 



STORED OTHER 
FINANCIAL DOC. 



63 



EDIT 



64 



PRINT DOC. 



J. 



66 



STORE DOC. 





QUIT 



TITLE SCREEN: DATA 
PROCESSING SYSTEM 



46 



2\ 



44 



MAIN MENU 



RETRIEVE STORED 
DATA FILE 



48 



IDENTIFY STORED 
DATA FILE 



i 



32 



STORED DATA FILE 



X 



50 



CREATE A NEW 
DATA FILE 




, r 52 


DISPLAY 
DATA FORM 




- y 54 


INPUT/EDIT 
DATA FORM 




r 56 


PROCESS DATA 




^58 


PRINT DATA FORM 




r 60 


STORE DATA FORM 



Fig. 4A 


Fig. 4B 


Fig. 4D 


Fig. 4C 


Fig. 4E 



Fig. 4 



4/17 



Fig. 4A 



INPUT: 
TAX BRACKET OF 
ESTATE FOR 
YEARS PURCHASER 



82 



INPUT: 
TREASURY BOND 
YIELD CURVE 



76 



T 



INPUT: 
RENTAL 
INCOME RISK 
PREMIUM CURVE 



8 



i 



80 



OUTPUT 
SELECT TREASURY BOND YIELD 
RATE AND CORRESPONDING RISK PREMIUM. 
ADD: RENTAL INCOME YIELD RATE 

= TREASURY BOND YIELD RATE 
+ RENTAL INCOME RISK PREMIUM 



1 



84 



MULTIPLY: OUTPUT 
AFTERTAX INCOME YIELD RATE 
= RENTAL INCOME YIELD RATE 
TIMES (1- ESTATE FOR YEARS 
PURCHASER TAX BRACKET) 



r 



91 



COMPUTE 
ESTATE FOR YEARS 
AVERAGE LIFE, HALF 
LIFE, AND DURATION 



OUTPUT 



INPUT: 
PROPERTY VALUATION 



if 



92 



INPUT: 
EXTRA COSTS/FEES 
DUE TO SPLIT PURCHASE 



1. 



96 



ADD: 



OUTPUT 



PROPERTY SALE PRICE 
= PROPERTY VALUATION 
+ EXTRA COSTS DUE TO 
SPLIT PURCHASE 



94 



v 



5/17 



Fig. 4B 



1 



85 



INPUT: 
GROSS 
RENTAL 
PAYMENTS 



1 



87 



INPUT: 
PROPERTY 
RELATED 
OWNERSHIP 
COSTS 



88 



1 



89 



■70 



INPUT: 
WRAP 
INSURANCE 
COSTS 



INPUT: 
DATE A 
= SPLIT 
PURCHASE 
DATE 



OUTPUT 

COMPUTE: 
NET RENTAL PAYMENT 
SCHEDULE DURING 
ESTATE FOR YEARS TERM 



72 



INPUT: 
DATE B = 

EXPIRATION 
DATE OF 
ESTATE 

FOR YEARS 



73 



INPUT: 
FUTURE 
REMAINDER 
VALUE 



74 



OUTPUT 

COMPUTE: 
ESTATE FOR YEARS TERM 
= LENGTH OF TIME FROM 
DATE A TO DATE B 



COMPUTE: 
ESTATE FOR YEARS PURCHASE PRICE 
= PRESENT VALUE OF NET RENTAL PAYMENTS 
DISCOUNTED AT RENTAL INCOME YIELD RATE 



OUTPUT 



J 



90 







OUTPUT 






COMPUTE: 
CAP RATE 







98 



1 



112 



INPUT: 
PERCENTAGE OF 
PROPERTY VALUE 
NOT DEPRECIABLE 



Fig. 4C 



6/17 



100 



117 



OUTPUT 

COMPUTE: 
PRESENT 
VALUE OF 
ENHANCEMENT 
($ AMOUNT AND % 
OF PROPERTY 
VALUE) 



SUBTRACT: 
REMAINDER INTEREST PURCHASE PRICE 
= PROPERTY SALE PRICE - ESTATE 
FOR YEARS PURCHASE PRICE 



OUTPUT 



OUTPUT 

COMPUTE: 
REMAINDER INTEREST IMPLIED ANNUAL 
RETURN = ANNUAL GROWTH NEEDED FOR 
REMAINDER INTEREST PURCHASE PRICE TO 
INCREASE TO EXPECTED PROPERTY VALUATION 
BY END OF ESTATE FOR YEARS TERM 



102 



COMPUTE: 

ANNUAL AND QUARTERLY SCHEDULES OF 
ESTATE FOR YEARS AMORTIZATION/COST 
RECOVERY DEDUCTIONS AND SCHEDULE OF 
TAX BASIS AFTER DEDUCTIONS 



OUTPUT 



114 



1 



116 



OUTPUT 

COMPUTE: 

QUARTERLY NET TAX PAYMENTS (PROJECTED) ON 
ESTATE FOR YEARS = QUARTERLY RENTAL INCOME 
MINUS QUARTERLY COST RECOVERY DEDUCTIONS, 
DIFFERENCE MULTIPLIED BY PROJECTED 
TAX RATE OF ESTATE FOR YEARS PURCHASER 



COMPUTE: 

AFTERTAX ESTATE FOR YEARS YIELD = INTERNAL 
RATE OF RETURN ON AFTERTAX CASH FLOWS 
AT ESTATE FOR YEARS PURCHASE PRICE 



OUTPUT _f 



118 



120 



D,V!DE: 0UTPUT 
PRETAX ESTATE FOR YEARS BOND EQUIVALENT YIELD 
= AFTERTAX ESTATE FOR YEARS YIELD DIVIDED BY 
(1 MINUS ESTATE FOR YEARS PURCHASER TAX BRACKET) 



COMPUTE: OUTPUT 
BOND EQUIVALENT ESTATE FOR YEARS VALUE 



122 



Fig. 4D 



7/17 



INPUT: 
RENTABLE AREA 
IN REAL ESTATE 



1 



108 



INPUT: 
ZERO - COUPON 
RISK - FREE RATE 



125 



-104 



(FOR REAL ESTATE ONLY) 



I 



106 



OUTPUT 

COMPUTE: 
REMAINDER PRICE 
PER SQUARE FOOT 



1 



110 



OUTPUT 

COMPUTE: 
PROPERTY PRICE 
PER SQUARE FOOT 
AT END OF ESTATE 
FOR YEARS TERM 



OUTPUT 

COMPUTE: 
INSURED VALUE 
PER UNIT AREA 



8/17 




I 





Q 






LU 


LU 


i— 


LU 


I — 


Ql 


CO 


o 


PU 


ER 


LU 

ai 


<r lu 




u_ 


LU 


LU —1 


CO 


PRE 


\— 


AV 



LO 

O 





CE 








Dl IT 


RAN 


EDI" 


ISK 


MIU 




~d 


q: 


cr 


PRE 




INSI 


o 






CT> 



> 

2 



? y ^ lu 

CL h- J£ LU 





LU 

^ >• 




1— 




ZD 


ZD 
CL 






-z. 




LU 




CO CL 
*Z 


ct: 

CL 



V 



2 



^ lu q: in 

ZD C£ LU ZD 
CL ID CL — d 

— z a: ^ 

CL 



ct: 

LU 
Q 



° ^ < i- co j£ 



ZD ^ LU < Q 

5_ q ct: pt= h 

S CO LU LU < 

O lu ^ Lu 

CJ) — — I 




— -J I — O — 
— ^ n rv ^ ^ 

a: ^ Gf & 




9/17 



csi 

CO 





CO 








o o 








3=! 


ZD 


=> m 


Q_ 


O CO 


z. 


SCHE 
NETCA 



oo 

CO 














Q. 






Q_ 




(— 




1 1 1 






no 


UTE 


IGTI 


EXEI 


or 




Q_ 


Z. 


■ 


ZD 






Z 




O 




o 


<C 




UJ 




o 




Ql 


CO 






LU 


O 










LL, 





=> £ ^ S 
^ LU Q 

Q Ql _J 
^ LU °" — 

=> >- CO >_ 
S= Q S b 

O CQ ^ o 
5 f3 LU 

° o R 

UJ Q Q 

co ^ Q 



<C LU 

q Q - 
— i ^ 

UJ CO 

>- q: 

II 



o 

Q_ 
CO 
LU 
CC 

q: 
o 
o 
+ 



PUT 


1— 
z 




i— 


LU 


U_ 


=> 




O 


o 


>MPC 


LUE < 




o 






o 








i— 






z 




UJ 

ZD 


LU 

CO 


LU 
1— 




LU 

m 


ZD 




Q_ 


CL 






co 


URI 


LU 

£ 




o 


Q 




LU 






CO 


O 




1— 
a. 


ATI 










LU 






X 


LU 




LU 
i 


CO 



O LU 
O H- 

co3 

5 LU 
O ^ 



co a: 

<C Ql 

<-> z5 
o o 



UJ CO 
Ll_ ^ 

_j LL- LT_ 



o 
o 



CD 



<C — <r 

^ ? § 
ui <C 



10/17 



CO 



•UT 




CO 




OUTP 


NING 


TERE 


:IPAL 




REMAI 


OF IN 


PRINC 




u_ 


CO 


u_ 




O 


UJ 


O 


LU 


LU 


3) 


Z 


1— 




Q 


QC 




ID 


LU 


ID 


Q_ 


Q 




1— 




LU 


o 


RE 


o 


JO 


CO 


o 


o 


o 


Q 




CO 


J— 


z 




LU 


z 


< 




OS 


CO 


CO 

1— 




Q_ 




z 






o 


LU 




o 








EC 


u_ 


1 




m 






Q 


CO 
















o 





9= O 



CO 



q: 

— LU 

o 



5 CO 

— Q I— 

Q ^ z 
LU < 

00 ^ 

C£ < CL. 

< UJ ^ 

UJ P ¥ 
CD 



O 

or 



UJ Q 

& ^ 
^ £ < 

, CO ^ 
h: LU UJ 
S or 



I— 
ZD 

o 



CO 



Q. CD 



CO § O 
0£ Z Q- 
. . LU —J ^ 
UJZdO 

I — I — ^ o 
=> o: ^ z: 

O O ^ Q 

LU 
CO 




CM 
■ 

< 









1— 




CO 




C£ 


PU 




1— 




LU 

Q 


1 IT 
U 1 




LU 


1 




O 








< 






1 














LU 










a: 






uO 1 


or 








Q_ 








ERI 


OF 


ED 






i— 




z 






z 


2: 
ce: 


0 






U_ 


ZD 


CO 






O 


J— 
LU 


AS 






LU 


or 


CO 






ZD 


Q 


1— 






Q 




z 






LU 


<C 


LU 






zz 










o 




PAY 






CO 













CXJ 



Q 

LU LU 

tr & ^ > 
^ ^ J* o o 

S LU h- I -J 
? X CO LU LJ- 



^1- 



oo 

LO 



CO _ 

O LU 

<t ^ ^ > 
S < CO ^ 

b- o: ^ ^ o 
}f) q 5 i 

5 LU O LU 

P cr: zi oc: 

CO O CL_ 



J7/f7 





CO 








CO 






1— 

z 






LU 




UENC 
FOR 




NPU 


PAY 




O LU 


in 




LU 

q: j< 


AS 




LL- CO 
LU 


o 





RITY 


URN 


IGNED 






ZD 


i— 






EC 


LU 


CO 


CO 






CO 


a: 




CO 


q 


< 


< 


< 


1 

< 


< 


CO 

1— 


YE 


i— 


z 


CO 


z 

1 I t 


or 




RIG 


ENT 


YME 


o 

LL. 


OM 


FO 






LU 

g 


FR 


o 

LU 






CO 
LU 




1 

— > 


i — 

CO 


o 






EDI 


;re 


z 
ai 


P 




in 


LU 


Q_ 






o 


1— 

z 


LL 






CO 


o 







CD 

LO 





O ct; 






LU <C 


CO 


LU 




3: 


1— 

ZD 




g 


Q_ 




Li_ 






in 


O 


P LU 


CO 


O 


AFTER 
ESTAT 


CA 



12/17 



CM 
■ 

CD 



r-— 



5 a: 

LU 

CO 

<c 

O 

iii 

D_ CO 

oil 
O 



CO 



CO 
CO ^ 

3 o 

Li- ID 

zn Q 

CO LU 

< Q 

Zj lu 

a: z 

LU LU 
I — CO 
Ll_ LU 

<c q: 

II Q_ 

+ 



UJ ZD ^ ^ 

Q- > P u_ 

O S LU CO 
LU <£ O 



CVI 

1^- 




CO 



) LU O lu 

) ^ oei id 

LU Q_ — I 

< 2? x 

co < >; or 

LU £ O 
>- O u_ 

a: lu 
ll- !< ;< 

LU P— CO 

H; CO LU 

j< LU , 
CO II 



= 8 

a. O 
o 

O Q 
Ll_ LU 

LU Q 

Q_ U_ O 
SOp 

O LU < 
O — I M 

LU o 

CO 

en 



<r co 

s § 

>- o 

^ 2 ^ 
5 LU ^ 

Q_ h- 5^ 
^ -< O 

O co ^ 

O LU O 

O Q 
— o 



5 LU 

o ioig 

<Om 

— 1 < o 
I — <r lu O 

° -J S ^ 

iSi 



< 



LU CO 

^ CO 

^ a: 
< 



O LU 



X 

<c 



kg 
s < 1 = 

LU !< 
CO LU 
LU 

eg 



OO 



Od 

LU LU 

\— co 
od u. 3c 
x ° y 

p Q D DL 

^ I — LU qj 
OIq 
LU U 7 

a. lu 

od 



13/17 



CO 
LO 



o 







Q 




Ll_ 
O 


TUR 


LU 

~Z. 
CD 






LU 


CO 




LU 
1 


od 


CO 




ZD 


Q 


< 


od 


Q 




CO 


HE 


<c 

CO 


NT: 


LU 
Q 


o 


1— 


LU 




CO 






<c 


< 


ME 


AY 


EM 








o: 




i 












o 




»— 




\— 




CO 


o 




RO 


LU 

Od 
LU 






LL. 


J— 


Q_ 








LL_ 








o 












\— 


EMPT 


URVE 


ZD 
Q_ 


x d 


o 




1 1 1 . 


Q 

I 

LU 






>- 




I 














— ^ 










LL. 




Q_ 










O 




J— 








LL. 




CO 


ZD 
O 






LU 


O 


LU 
ZD 
I 


NO 








IAS 


LU 
ZD 
1 


VA 


CTI 












t— 


ZD 




LU 


i— 


RC 




EN 


O 
LU 




1— 


^ 


ZD 




CO 


Q 




ZD 


LU 


Q_ 




LU 


X 




MP 


X 
LU 


od 

LU 


ER 


PR 






CO 


u 


INDI 


i— 

Ll_ 

<c 


+ 

CO 


ER" 








<c 


II 

1 1 1 




Q 










o 










RE 


•RICE 


HFL 


<c 

LU 










CL 


CO 


od 












< 












o 






\— 








ZD 








GL- 








UT 






O 


o 


LU 




1— 

CL 




LL_ 
1 


or 


o 




LL. 
1 


FO 


I— 

Q_ 


LU 


< 






y— 




o 


LU 
X 


ZD 


LU 




LU 


Q_ 


U_ 




■ 






Od 




O 




ZD 


U 


O 


LU 

O 
< 


Q 




Q 


Od 




Od 
1 1 1 


< 


LU 
Q 




AVE 




NIV 
















LU 

Od 



CO 

o 

CSI 



1 



Q_ 

I — 
ZD 
O 



o q: £ ^ 

in Q- 



— rn QC ^. 
lu g yj o 

O £ «g £ O 

UJ CO 

O 
o 



tz: co > 
q <c od 

LU X ZD 

od <: o 
^ ° £ ^ 

^ Q G ^ 



< O £ 

5 ccr 



CNJ 
O 
CSI 



^ LU 

O > 

£3 



^ CO 
LU 

od 



LU 

>- 



O 

CNJ 



14/17 



O 
CM 



O CO 
LU O 

o 



CO 



O f^} §= O O 

O [/) ^ O LU 

£2 ^ LU Q 

OT £ OT 



CM 



— LJ-" r— ^- 



LU 



o 

CO 



or 

Q_ 

CO 

or 

UJ 

i 

CO 



or o lb 



o co ^ 



2 o 

I — o. 

L_ CO 

^ or 

LU O 

CO O 

Q 



H < s 

-J r> LU 

OT LU ^ 
LU CI CO 

o 

^ z o 
^ o ^ 

CD q 

cZ >~ z 
O 
ZD a. 

5 lu or 
2 or or 

H= »- O 
o " ^ 



= 



Q_ 
I — 

ZD 

o 



Lu g 

or co g 

LU LU x O 

zzr iii — i— 



LU <C 



or co 



O m 



CO 



<c < S 

T ^ ^ 



o 
or 



3 LU Q 

Z] or Q- 
l7_ o o 

_j Ll_ LU 

< Z -j 

^ ^ or ^ 
g llj g or 

O — . LU 
<C 9 Q 

W < < 



or 



Q_ 
I — 
ZD 
O 



o 

LU 
— I 
LU 

CO 



or ^ 

LU ^ 

CO LU 

= £5 

or o 
1 1 1 

q or 

21 UJ 

^ or 



co 

LU 

o 
or 

CL. 
LU 

CO 

<c 
□z 
o 
or 



co 





CM 
■ 

o 

to 



15/17 



CO 
ID 









1 1 1 




CO ^ 


ENT 


1QNI 


TA: 


LU LU 


1 


<c 

LU 








q: 






1 








o 




LU CO 




i — 


o 


— 1 1— 


o 


o 




ZD 




LU 


u_ 


O LU 

£P 


PRII 


IGN 




o <c 


LU 


CO 




CO Q- 


O 


AS 



CD 
CNI 
CNI 



q ct: 

LU LU 
I — Q 

Ql tU < 

Sol 

LU 

CL 



o 
o 



CNI 



<^> LU 

I— LU CO 

Q£ Q < LU 

^ 2IO 

2 ^ ^ Q. 

O LU => 

a: ct: °- 



o 

CO 
CNI 



CNI 
CNI 



LU LU LU h- ^ 
I— h- Q <C O 

=5 O LU h- 
^ ^ < 3 ^ 

o ° s <c o 



oo 

CNJ 



CO 
CNI 



Q CO LU 
_ 111 > 

LU -Z. Q_ 

a: < 



rn 



o o: r 



° 2g 

a: 
o_ 

UJ ^ 

>- CO 
LU § ^ 
^ O g 



o != s 

<-> < = 
co q: ^ 



o 
o 



o _ 

CD O 
Q_ 

3 co 

3 LU 

»— ct: 
o o 

LU o 
LU Q 

CO 2: 
< 



Ct! lTj Qu 

LU ^ ^ 

io| 

< z ^ 

^ o o 

LU CQ Z 

^ O Q 



CD 



o 

Q_ 
CO 



°- <c o 
o ct: + 

Q 



LU HI UJ < 

I — I — Q LTl 

° o_ q: 

CD 



oo 

CNI 
CNI 



I- f= P= CD 

% ^ o > 



2 o 

Q_ Q 



co 

CNI 
CNI 



I — I — — ) 

y Q 
LU O LU 
O Z 

o o 



CNI 

CNI 
CNI 



LU ^~ 

U_ O 

=j ct: jz: 

u_ o 5 



LU < g 



O Q 

r~~ i 



^ ^= a: on 

o =5 LU 



16/17 




cnj 



cog 



o ^ < 

O O LiJ 

ll_ £ 

O p 



CO l< 
CO 



CM 
CO 





Ll_ 
O 


Q- 


CO 




ULE 


CO -J 

or o 

1 1 1 u_ 


o 

1 1 


INP 

Mil 


HED 


cc o 


CASHI 




o 






CO 





co 



rj U_ O CO —J 
t _l lTj C£ O 
ix < ^ ^ £ 
^ — ? 

O °- 



<C LU — 
h LJ- h- 1 Z 



iii 0= 9 

y lu 



CNJ 
^1- 



Sis 

cr co _j 

<L^O 
CL LU LL_ 

LL_ QL 



CNI 
CNI 



~7 



CO 

O 
o 



17/17 



1 



24 



FINANCIAL 
ANALYSIS 
OUTPUT 
(FROM FIG. 2) 



Fig. 6 



243 



COMPONENT BUYER 
COMPUTER SYSTEM 



244 



TAX ANALYST 
COMPUTER SYSTEM 



246 



INSURANCE COMPANY 
COMPUTER SYSTEM 



248 



COMPONENT SELLER 
COMPUTER SYSTEM 



